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COVER 

Columbus, Ohio, is the site of the 
company's first catalog merchandise 
distribution center to be built in 25 
years. The story of the plant and 
the space-age systems developed for it 
begins on page five. 


ANNUAL MEETING 

The annual meeting of the shareholders 
of Sears, Roebuck and Co. will be held 
in the Auditorium of the Prudential 
Building, 130 East Randolph Street, 
Chicago, Illinois, on Monday, May 21, 
1973, at 9:30 A.M., Chicago time. 


Sears exclusive Die Hard 11 battery was 
one of the company's outstanding 
success stories last year. Photos of other 
merchandise successes are featured 
throughout the financial pages. 
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SEARS 1972 ANNUAL REPORT 


HIGHLIGHTS 


$ in thousands 

1972 

PER CENT 
1971 CHANGE 

NET SALES. 

$10,991,001 

$10,006,146 

9.8 

INCOME BEFORE 

EXTRAORDINARY ITEM. 

PER SHARE. 

614,362 

3.93 

550,866 

3.56 

11.5 

net INCOME. 

PER SHARE. 

PER CENT OF AVERAGE 
SHAREHOLDERS' EQUITY. 

621,812 

3.98 

14.5 

550,866 

3.56 

14.2 

12.9 

NET INCOME BEFORE EQUITY 

IN UNCONSOLIDATED SUBSIDIARIES. 
PER DOLLAR OF SALES. 

428,338 
3.9 cents 

393,271 

3.9 cents 

8.9 

DIRECT TAXES. 

PER DOLLAR OF SALES. 

642,613 
5.8 cents 

599,260 
6.0 cents 

7.2 

DIVIDENDS. 

PER SHARE. 

251,799 

1.61 

232,293 

1.50 

8.4 

WORKING CAPITAL. 

2,329,915 

2,059,249 

13.1 

CAPITAL EXPENDITURES. 

351,777 

362,130 

(2.9) 

LONG-TERM DEBT. 

916,000 

696,000 

31.6 

SHAREHOLDERS’ EQUITY. 

PER SHARE. 

4,515,414 

28.76 

4,060,756 

26.09 

11.2 
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MESSAGE In 1972, your Company established 

TO SHAREHOLDERS records in net sales, net income 

and dividends paid to shareholders. 

net sales increased 9.8 per cent 
to $10,991 million, a new high for 
the 18th consecutive year. 

net income was $622 million, or 
$3.98 per share, a record for the 
12th year in a row. This included a 
non-recurring gain amounting to 
five cents per share and was 12.9 
per cent over net income of $551 
million, or $3.56 per share in 1971. 
Operating income from sates of 
merchandise and services rose 6.1 
per cent to $1,096 million from 
$1,033 million the prior year. 

dividends to shareholders were 
increased 11 cents to $1.61 per 
share. This was the 38th year for 
uninterrupted dividend payments. 

the Allstate group— insurance 
operations and financial services— 
contributed $1.05 per share to 
Sears net income, compared with 
85 cents in 1971. A complete report 
on Allstate begins on Page 31. 


ARTHUR M. WOOD 
Chairman and 

Chief Executive Officer (left) 

A. DEAN SWIFT 
President 


Price controls 

During the past year, Sears has 
given its full support to Phase II of 
the government's program to 
restrain inflation. Special 
procedures were used to insure 
compliance. In our current General 
Catalog, items previously carried 
in 1972 catalogs show an aggregate 
price increase of less than two per 
cent. A price-monitoring survey in 
our retail stores shows an aggregate 
increase of less than two and 
one-half per cent since August, 

1971. Every effort will be made to 
comply with Phase III guidelines in 
the months to come. 

Expansion 

During the year Sears opened 33 
retail stores, including 18 in new 
markets and 15 which replaced 
older facilities in existing markets. 
This expansion program added 3.9 
million square feet of gross space 
to the retail store system, bringing 
the total to more than 94 million 
square feet. 

The Columbus, Ohio, Catalog 
Merchandise Distribution Center— 
which is discussed in the special 
section beginning on page 5—began 
operations mid-year in 1972. In 
addition, major enlargements were 
completed in the Greensboro, Los 
Angeles and Memphis Catalog 
Centers. In all, more than 4.5 
million square feet were added to 
our catalog system last year. 

Our 1973 expansion plans call for 
opening 29 stores, including 13 in 
new markets. Additions to retail 
gross space will exceed 3.5 million 
square feet. Construction will 
continue on the 1.6-million-square- 
foot Jacksonville, Florida, Catalog 
Merchandise Distribution Center 
with completion scheduled for 1975. 

Construction of Sears Tower, the 
Company's new headquarters in 
downtown Chicago, continues; 
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initial occupancy is expected later 
this year. A new headquarters 
building for Sears Eastern 
Territory, presently under 
construction in suburban 
Philadelphia, is expected to be 
opened in early 1974. 

Management changes 

On November 13, the Board of 
Directors elected Arthur M. Wood 
to succeed Gordon M. Metcalf as 
Chairman of the Board, effective 
February 1, 1973. Mr. Wood 
became President of the Company 
on February 1, 1968. His prior 
service included two years as 
Company Comptroller and six years 
as a Territorial Vice President. 

A. Dean Swift, Vice President in 
charge of the Company’s Southern 
Territory from 1969 through 1972, 
was elected to succeed Mr. Wood 
as President. A. M. Prado 
was elected Vice President of 
the Southern Territory to succeed 
Mr. Swift. Mr. Prado was elected a 
director on February 5, 1973. He 
has served for the past 10 years 
as General Manager of our 
growing retail operations in 
the south Florida area. 

We regret to report the death of 
Stephen C. Hanson, Divisional Vice 
President and General Manager of 
Sears fashion buying headquarters 
in New York. A veteran of some 40 
years in merchandising, 17 with 
Sears in New York, Mr. Hanson 
made many significant contributions 
to the Company’s growth. 

Calvin Fentress, Jr., former 
Chairman of the Board of Allstate 
Insurance Company and a director 
of Sears since 1948, has reached 
the age of retirement for Company 
directors and will not stand for 
reelection at the Shareholders 
Meeting to be held on May 21, 1973. 
His contributions to Allstate and 
Sears were many, and they will 


continue to be manifested for many 
years to come. 

Also retiring is Eleanor P. 
Sheppard, former Mayor of 
Richmond, Virginia, and a member 
of the Virginia House of Delegates. 
We are proud to have had Mrs. 
Sheppard as a director of the 
Company and thank her 
for her contribution. 

Mrs. Norma Pace, a nationally 
recognized economist, now Special 
Consultant to Lionel D. Edie & 
Company, Incorporated, has been 
nominated for election to the 
Board of Directors. She will 
be the third woman 
to serve on Sears Board, 

Charles A. Meyer, former Vice 
President and director of the 
Company, is returning as 
Vice President—Corporate 
Planning, having completed an 
outstanding term of service as the 
nation’s Assistant Secretary of 
State for Inter-American Affairs. 

He will stand for election to the 
Board of Directors at the annual 
meeting of shareholders. 

Looking ahead 

Prospects for a strong economy in 
1973 have been universally 
recognized. Plant expansion 
continues at a high rate as do 
private housing starts. Consumers 
will have more disposable income 
as wages increase, income tax 
refunds are distributed and 
employment increases. A record 
number of Americans are employed 
in the American work force—some 
2.7 million more than a year ago at 
this time. It is predicted that 2.5 
million additional persons will 
obtain jobs in the current year. With 
these strong underpinnings, 1973 
should be a good year for Sears and 
the general merchandise industry. 

Possible problems exist in the 
risk of a new inflationary push 


despite efforts of the Administration 
to control government spending. 

The impact of Phase III on wage and 
price increases is uncertain at this 
time. As operating costs and the cost 
of manufactured goods increase 
there must be adjustments at the 
retail level. To date, prices charged 
by our suppliers have been 
relatively stable, and Sears prices 
reflect this stability. 

Sears believes it is essential that 
government, labor and industry 
exercise restraint in economic 
decisions during 1973. An 
over-heated economy could generate 
serious problems in 1974. 

Commitment to the future 

Your officers and the management 
team at Allstate are dedicated to 
maintaining the sound growth and 
profitability of the Sears complex. 
With the continuing efforts of our 
loyal and skilled employes, we will 
seek to take advantage of the 
opportunities that lie ahead. We 
thank our employes for their 
contribution during 1972 and our 
customers for their support. We 
express our appreciation to the 
thousands of suppliers of Sears 
merchandise for their efforts in the 
manufacture and timely delivery 
of the goods we sell. 


Arthur M. Wood, Chairman 



April 2, 1973 
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GORDON M. METCALF 
RETIRES 



On January 31, 1973, Gordon M. 
Metcalf retired as Chairman of the 
Board and Chief Executive Officer 
of Sears, Roebuck and Co. His 
career with Sears spanned more 
than 40 years, the last six as 
Chairman. 

During the period of his 
chairmanship, the Company 
achieved new levels of sales volume 
and profit. The expansion of the 
Company continued, with more 
than $1.5 billion being spent for 
new and improved facilities 
including the addition of almost 23 
million square feet of store space. 

The Company’s first new Catalog 
Merchandise Distribution Center in 
25 years was opened in Columbus, 
Ohio, and the second of a new 
generation of Catalog Merchandise 
Distribution Centers was 
announced to be built in 
Jacksonville, Florida. 

During his tenure, the decision 
was made to relocate and bring 
together in one Chicago location 
the Company's headquarters 
operation by building Sears Tower, 
the world's tallest building. All of 
these expansion moves give Sears a 
strong position for future growth. 


Insistence on high standards of 
current performance and emphasis 
on preparation for the future are 
the hallmarks of Gordon Metcalfs 
administration. The Company’s 
record performance under his 
administration speaks for itself, 
but equally significant are the 
steps taken to assure the future 
strength of the Company: 

* Projection of personnel 
requirements providing the 
basis for hiring and training 
the men and women needed 
to manage an expanding 
Company in a changing 
economy. 

* Studies of merchandise needs 
to insure that the sources of 
supply for the increased 
volume of goods required 

will be available and that 
manufacturers will be in a 
position to grow with Sears. 

* Continuous evaluation and 
introduction of new or 
improved methods, involving 
computers, point of sale 
equipment, goods handling 
equipment and the allied 


technological developments 
to meet the needs of 
increased volume and 
improve productivity. 

* Studies of the impact of the 
“energy crisis”, in all of its 
aspects~on the design and 
characteristics of 
merchandise—on the 
servicing required by such 
merchandise—on the cost of 
Sears operations—on store 
location and methods of 
distribution. 

* Close attention to the 
changing, growing market, 
where increases in disposable 
personal income and shifts in 
age groups are creating new 
demands for all forms of 
goods and services. 

Gordon Metcalf sees the future 
as an exciting opportunity for Sears. 
The Company’s ability to make the 
most of the future has been 
immeasurably strengthened by the 
foresight and leadership that he 
gave as Chairman of the Board and 
Chief Executive Officer. 






COLUMBUS, 

OHIO 

Sears newest catalog 
merchandise distribution center 



Columbus marks 
an important 
advance 


Sears has been keeping pace with the 
growing demand for catalog merchandise 
by expanding facilities in existing catalog 
plant cities. In order to provide for 
the continued growth of the catalog 
business and for more efficient delivery 
service, the company has selected several 
new locations for catalog merchandise 
distribution centers. Columbus, Ohio, 
the first of these, is the site of a 
2.6 mill ion-square-foot distribution center 
which we opened in summer, 1972. 
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The status of all of the 
receiving systems is 
displayed in the 
receiving control unit 
(page 5). In secondary 
receiving, merchandise 
is checked against the 
hilt of lading and the 
secondary receivers 
call a CRT (cathode ray 
tube) operator (above) 
who updates the 
computer and 
designates the storage 
area. While shelf items 
are sent to the 
warehousing area via 
conveyor, larger items 
are moved by the 
pallet load on in-floor 
conveyor carts and 
placed in stock using a 
specially designed 
industrial truck. 
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A semi-automated 
distribution system 

It took more than five years to develop 
the merchandise control and handling 
systems that are being used and refined 
in Columbus. Under the new concept, 
Columbus is "attached" to the Chicago 
Merchandise Distribution Center for 
purposes of inventory control. Buyers at 
the Chicago center are responsible 
for determining the quantities and for 
ordering the merchandise that will 
be carried at the Columbus site, 
and computers in Chicago record the 
inventories of the Columbus operation. 

When merchandise is received in 
Columbus, it is loaded onto a 
mechanized routing system —composed 
of programmed in-floor conveyor 
carts and automatic conveyor belts— 
which transports the merchandise 
to a designated storage area. 

At the same time the goods are being 
fed into the routing system, information 
on their arrival is being keyed into the 
Columbus computer by a CRT (cathode ray 


tube) operator who is in touch with 
receiving via communications link. The 
computer updates the merchandise-on- 
order file, places the merchandise in 
inventory and notes its storage location. 

All customer orders are received on line 
by the Chicago computer, processed 
and then transferred via high-speed data 
link to the Columbus computer for filling, 
shipping and billing. 

Customer orders are released from 
the computer in the same sequence in 
which the merchandise is stored, thereby 
enabling a merchandise selector to 
make one trip through each storage aisle 
and fill the orders efficiently. The 
merchandise selector places the packages 
on a mechanized shipping system; they 
are moved to a central point, key coded 
for destination and automatically sent 
to a consolidation area. Simultaneously, 
the computer creates a bill of lading 
for the shipment and completes the 
accounting for each transaction. Once 
merchandise is consolidated, it is loaded 
onto trucks for overnight delivery to 
Sears facilities for customer pick-up 
throughout a six-state area. 
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Merchandise selectors fill the 
orders in the same sequence in 
which the merchandise is 
warehoused. Shelf items, stored 
in bins on the second floor of 
the building, are loaded onto 
conveyors for processing. Larger 
items are selected using a "high 
rise" order filling vehicle which 
allows the merchandise selector 
to gather the packages and 
easily place them on conveyors 
which are suspended from the 
ceiling. Programmed in-floor 
conveyor carts are used for 
non-conveyable items. 


All items are sorted and 
consolidated according to their 
ultimate destination. This 
tilt-tray sorting carrousel is one 
of four that can sort up to 
37,200 packages per hour. 







Highly trained people while the high degree of automation at 

Columbus has enabled the company 
make it work to shorten the time involved in manual 

merchandise handling and inventory 
control, it has also pointed dramatically 
to the importance of Sears people. 
Without highly trained personnel to 
maintain the systems and provide the 
information required to carry out 
the day-to-day functions of the Distribution 
Center, it could not operate at the level 
of efficiency for which it was designed. 

The advanced technology utilized in 
this, our first all-new catalog facility 
in 25 years, is already creating operating 
efficiencies that will help us to maintain 
our position in the marketplace. Many of 
the lessons we have learned at Columbus 
are being implemented in our other 
catalog centers. They are being used in the 
development of plans for future facilities, 
such as the 1.6-million-square-foot 
jacksonville, Florida, center which will 
be in operation in 1975. 



In the final, consolidation-for-shipment 
process, merchandise sent to Sears 
facilities for customer pickup are 
grouped according to store and 
delivery route using two giant 221 -foot- 
long slat sorters which are capable of 
sorting 6,600 packages per hour. 


The consolidated orders for Sears 
facilities are loaded onto semi-trailers 
in the sequence in which they are to 
be delivered. An average of 97 
truckloads of merchandise leave 
Columbus in the early hours every 
morning to deliver the merchandise. 
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FINANCIAL 

REVIEW 

AND COMMENTS 



POCKET-SIZE ELECTRONIC CALCULATOR 


NET SALES Billions of Dollars 



01 234567 89 10 11 12 


NET INCOME PER SHARE in dollars 



1.50 2.50 3.50 4.50 


CAPITAL EXPENDITURES 
in millions of dollars 

RETAINED INCOME 
AND OEPfttCfATfGN 






0 


250 


500 


Sales near $11 billion mark 

Net sates in 1972 rose 9.8 per cent 
to $10,991 million, an increase of 
$985 million. This marked a new 
high for the 18th consecutive year. 
Both retail and catalog operations 
set sates records, retail contributing 
78 per cent and catalog 22 per cent 
of total sales. The 33 retail stores 
opened during 1972 generated 1.4 
per cent of net sales. 

Sales were at record levels each 
quarter, in the second quarter, 
unseasonable weather in the East 
and Midwest held the increase to 
7.1 per cent. Sales in the important 
fourth quarter passed $3 billion for 
the first time. 

in the past ten years, Sears net 
sales have grown at a compound 
annual rate of 9.15 per cent. 

NET SALES ( millions ) 


PerCent 

Quarter 1972 1971 Change 

1st. $ 2,328 $ 2,102 10.7 

2nd. 2,623 2,450 7.1 

3rd. 2,830 2,528 11.9 

4th. _ 3,210 _ 2,926 _9J 

Total.... $10,991 $10,006 9.8 


Net sales of Sears unconsolidated 
international operations in Canada, 
Latin America and Europe increased 
$211 million to $1,193 million. 
International operations are 
reviewed on page 38. 

Income before extraordinary item 
up $63 million 

Income, before extraordinary item, 
rose for the 12th consecutive year 
to $614 million. This was an 
increase of 11.5 per cent from 
1971’s record $551 million. Net 
income, including $7.5 million 
capital gain from sale of Whirlpool 
Corporation common stock, 
amounted to $622 million. 

Operating income from sales 
and services rose 6.1 per cent to 


$1,096 million from $1,033 million 
for 1971, and represented 10 
per cent of net sales compared 
with 10.3 per cent for 1971. 
Operating income is income before 
equity in income of unconsolidated 
subsidiaries and general expenses— 
interest, profit sharing and income 
taxes. Pressure on operating income 
continued under the Phase i I program 
which did not permit recovery of in¬ 
creased operating costs. 


Earnings per share up 42 cents 

Per share earnings, including 
extraordinary item of five cents per 
share, rose to $3.98 from $3.56 for 
the year 1971. Earnings per share 
and net income established records 
for each quarter of the year: 


NET INCOME ( millions) 
1972 

Per 

Quarter Amount Share 


1971 


Per 

Amount Share 


1st. 

$ 95 

$ .61 

$ 83 

$ .54 

2nd.. — 

135 

.87 

128 

.83 

3rd. 

142 

.90 

124 

.80 

4th. 

Extra- 

243 

1.55 

216 

1.39 

ordinary 

7 

.05 

— 

— 


$622 

$3.98 

$551 

$3.56 


Earnings of unconsolidated 
companies $1.24 per share 

Sears share in the income of 
unconsolidated subsidiaries and 
affiliates increased 22.8 per cent to 
$193 million from $158 million the 
previous year. The wholly owned 
Allstate Group of companies— 
insurance operations and financial 
services—contributed $1.05 per 
share to Sears earnings, up 20 cents 
from 1971. Underwriting results and 
net investment income from 
insurance operations advanced $16 
million to $137 million after taxes. 
Realized capital gains after income 
taxes increased $14.6 million to 
$19.3 million. Net income of Allstate 
Enterprises increased $1.5 million to 
$8 million. Loans outstanding 
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on automobiles and real estate 
were at record levels. Results of the 
Allstate Group of companies 
commence on page 31. 

Sears earnings from International 
operations were $13.1 million, a 
decrease of $3.6 million from $16.7 
million for 1971. Sears equity in the 
income of Simpsons-Sears, our 
Canadian affiliate, rose $3.3 million 
to $11.8 million. Our equity in the 
earnings of Latin American 
subsidiaries was $8.1 million, down 
slightly from $8.8 million for 1971. 

In Europe, our wholly owned Spanish 
subsidiary, recorded a profit for the 
first time, amounting to $1.4 million 
compared with a 1971 loss of 
$567,000. Galeries Anspach, our 
98-per-cent-owned Belgian 
subsidiary, acquired late in 1971, 
recorded a loss of $8.6 million, 
including translation losses arising 
from devaluation of the dollar. 

Earnings of Homart Development 
Co.—our wholly owned developer of 
shopping centers—rose $5.3 million 
to $5.8 million, including $4 million 
gain on the sale of an interest in a 
shopping center. Operations of 
Homart are reviewed on page 37. 

EQUITY IN INCOME OF 
UNCONSOLIDATED SUBSIDIARIES 
AND AFFILIATES ( millions ) 


1972 1971 


Per 

Per 

Amt. Share Amt. 

Share 


Allstate 

Insurance. 

$156.1 

$1.00 $125.2 $ 

.81 

Allstate 

Enterprises 

8.0 

.05 

6.5 

.04 

Allstate 
Group. 

$164.1 

$1.05 $131.7 $ 

.85 

Inter¬ 
national ... 

13.1 

.08 

16.7 

.11 

Homart_ 

5.8 

.04 

.5 

— 

Other. 

10.5 

.07 

8.7 

.06 


$193.5 

$1.24 

$157.6 $1.02 


Extraordinary item—sale of 
Whirlpool common stock 

In August, Sears participated in an 
underwritten public offering of 
375,000 shares of Whirlpool 
Corporation common stock. The sale 
of these shares reduced our 
ownership in Whirlpool from 4.4 
per cent to 3.4 per cent. 

Capita] gain on the sale of 
Whirlpool stock amounted to $7.5 
million, or five cents per share, 
after deducting $3.8 million 
applicable to income taxes and 
profit sharing contribution. 

Whirlpool is the Company’s 
largest supplier—laundry 
equipment, refrigerators and other 
major appliances. 

Investments In unconsolidated 
subsidiaries and affiliates 

During 1972, Sears invested an 
additional $10.4 million in the 
Class C voting shares of Simpsons- 
Sears. We also purchased 85,000 
shares of Globe-Union, Inc. 
convertible preferred stock for $8.5 
million. Globe-Union is our supplier 
of the DieHard® and other 
automotive batteries. 

In October, 1972, Northway 
Products Co., Inc., an affiliated 
supplier, was merged with 
Universal-Rundle Corporation, a 
majority owned source of plumbing 
fixtures. After a subsequent public 
stock issue by Universal-Rundle, 
our investment represents a 59.7 
per cent equity. 

Early in the year, we contributed 
the assets of National First Corp. 
to Allstate Enterprises in order to 
add a new financial service to 
its other activities. Sears acquired 
the assets on a pooling of interests 
basis for 45,161 shares of stock. 
Sears also invested $30 million 
additional capital in Allstate 
Enterprises in order to increase the 
loan capability of this subsidiary. 


In March, 1973, a Swiss public 
bond issue, guaranteed by Sears 
and valued at approximately $25 
million, was sold by Sears Overseas 
Finance N. V., a subsidiary formed 
to finance International operations. 

Depreciation up $14 million 

Depreciation expense amounted to 
$120 million compared with $106 
million for 1971. 

Taxes increase $44 million 

Direct taxes to Federal, state and 
focal governments amounted to 
$643 million compared with $599 
million for 1971. This was $4.11 per 
share, up 24 cents from the previous 
year, and represented 60 per cent of 
income before taxes and income of 
unconsolidated subsidiaries: 


(, millions ) 

1972 

1971 

Income before taxes and 



unconsolidated 



subsidiaries. 

$1,072 

$992 

Per share. 

6.85 

6.41 

Taxes— 



Income. 

419 

399 

Other. 

224 

200 

Total taxes. 

643 

599 

Per share. 

$ 4.11 

$3.87 

Combined tax rate. 

60.0% 

60.4% 


The investment tax credit for 
1972 amounted to $10.9 million, or 
seven cents per share, compared 
with $4.1 million, or three cents 
per share, for 1971. 

Management incentives 

For more than 35 years the Board 
of Directors has authorized incentive 
compensation for key employes as 
part of total remuneration. Awards 
to individual officers are approved 
by the Committee on Salary and 
Supplemental Compensation which 
is composed entirely of outside 
directors. Incentive compensation 
earned by 18,500 key employes 
for the year 1972 amounted to 
$69.6 million. 
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FINANCIAL 

REVIEW 

Continued 



PANTS-THAT-FIT 


In May, the shareholders approved 
the “1972 Employes Stock Plan". 
The plan provides that the Company 
may from time to time, prior to 
January 1, 1982, grant to employes 
and officers of the Company and 
its subsidiaries, qualified or 
non-qualified options, or both, to 
purchase an aggregate of four 
million common shares of the 
Company’s stock. 

Qualified stock options granted 
under the plan expire approximately 
five years from the date of grant. 
Non-qualified options are not 
exercisable after ten years from the 
date of grant. A committee of 
outside directors appointed by 
the Board selects key employes 
to receive options under the plan. 
The purchase price per share 
specified in options is the fair 
market value per share on the date 
of grant. Not more than 300,000 
shares may be granted to persons 
who, at the time of adoption of the 
plan by the shareholders, were 
officers of the Company or its 
subsidiaries and who also were 
directors of the Company. 

Principally under the 1972 plan, 
contracts for 2,496,194 shares 
were issued at $116.44 per share 
in December, 1972 to 16,598 
employes, including 9 officers who 
also were directors of the Company 
at the time the plan was adopted. 

It is believed the policy followed in 
the past years of encouraging and 
enabling employes and officers to 
acquire a proprietary interest in 
Sears through the purchase of its 
common shares has been of 
substantial benefit to the Company 
and its shareholders. The 1972 
plan continues this policy. 

Dividends per share $1.61, 
up 11 cents 

Sears paid four regular quarterly 
dividends of 35 cents per share and 
a fourth quarter extra of 21 cents 


per share in fiscal 1972. Total 
dividends were within Federal 
guidelines and amounted to $252 
million, an increase of $20 
million from 1971. Dividends were 
41 per cent of 1972 net income 
compared with 42 per cent for the 
prior year. 

DIVIDENDS TO SHAREHOLDERS 

Year Ended January 31 
(millions) 1973 1972 _ 

Month Per Per 


Paid 

Amt. 

Share 

Amt. 

Share 

April. 

$ 54 

$ .35 

$ 47 

$ .30 

July. 

55 

.35 

54 

.35 

October.... 

55 

.35 

54 

.35 

January- 
Regular . . 

55 

.35 

54 

.35 

Extra. 

33 

.21 

23 

.15 


$252 

$1.61 

$232 

$1.50 


Shareholders’ equity reaches 
$4.5 billion 

Equity capital increased $455 million 
to $4,515 million at fiscal year end. 
Net income for 1972 less dividends 
provided $370 million. Stock sold 
to employes under option plans 
provided $64 million; stock issued 
to the Profit Sharing Fund, $20 
million, and the acquisition of 
National First Corp., $1 million. 

The book value per share of Sears 
stock was $28.76 compared with 
$26.09 at the close of 1971. 


The rate of return on shareholders' 
equity (net income divided by 
average equity) was 14.5 per cent 
compared with 14.2 per cent for 
the previous year. 

Employes profit sharing fund 

In 1916, the Company established 
The Savings and Profit Sharing Fund 
of Sears Employes. As of December 
31, 1972, 224,142 employes of 
Sears and certain wholly owned 
domestic subsidiaries were 
participants in the Fund. On the 
same date the Fund had total assets 
of $4.2 billion, invested principally 
in 30,735,251 common shares of 
the Company or 20 per cent of Sears 
outstanding stock. 

For 1972, Sears contributed $112 
million to the Profit Sharing Fund, 
including $1.2 million applicable to 
capital gains. The contribution 
consisted of $92 million cash and 
$20 million Sears stock—180,112 
shares. Allstate Insurance and 
other participating subsidiaries 
contributed $17 million to the Fund. 

Supplemental pension plans 

The Company and Allstate Insurance 
also maintain pension plans for their 
key employes and for those of 
certain subsidiaries. Employer 
contributions to these plans are 


Share Ownership (on record date for January, 1973 dividend) 



Share- 

Per 


Per 


holders 

Cent 

Shares 

Cent 

Individuals 





Women. 

. 100,783 

38 

26,088,951 

17 

Men. 

. 76,667 

29 

24,196,607 

15 

Joint Tenants. 

. 49,433 

19 

7,132,009 

5 

Nominees. 

. 2,342 

1 

52,955,921 

33 

Investment Companies and Trusts. 

. 28,683 

11 

7,005,390 

4 

Brokers. 

. 682 

— 

4,482,846 

3 

Corporations and Firms. 

. 1,581 

1 

3,363,923 

2 

Other. 

. 1,908 

1 

1,035,515 

1 


262,079 

100 

126,261,162 

80 

Employes Profit Sharing Fund. 

. 1 

— 

30,696,282 

20 

TOTAL. 

. 262,080 

100 

156,957.444 

100 
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computed on an actuarial basis, 
and retirement benefits are based 
on length of service and remunera¬ 
tion over $15,000 per year. As of 
January 31, 1973, the assets of 
these plans exceeded the 
actuarially computed value of 
vested benefits. 

Credit operations 

Credit sales during 1972 totaled 
$6,273 million, resulting in accounts 
receivable at year end of $4,268 
million—$2,385 million easy 
payment and $1,883 million 
revolving charge. 

In September, 1972, the Company 
adopted in most states a new 
method of computing finance 
charges on revolving charge 
accounts. Under the new method, 
the revolving charge account finance 
charge is computed on the average 
daily balance excluding current 
purchases. Monthly payments are 
based on balance due with a 
minimum payment of $10 per month. 

Easy Payment accounts continued 
as traditional installment accounts 
with terms payable up to 36 months; 
on certain home improvements, five 
year terms are offered. 

Based on 1972 experience, the 
average maturity of our accounts is 
26.2 months for an easy payment 
account and 9.25 months for a 
revolving charge account. The ratio 
of credit sales to total sales was 52.3 
per cent compared with 52.7 per 
cent for 1971. 

Customer accounts increased 696 
thousand to 18.5 million. There 
were 11.4 million active revolving 
charge accounts with an average 
balance of $165, and 7.1 million 
active easy payment accounts with 
an average balance of $335. 

Included in the $4,268 million 
installment accounts receivable 
are balances due after one year 
of $687 million which are expected 
to earn finance charge income at 


annual percentage rates ranging 
from ten to twenty per cent. 
Collection experience for 1972 
continued at a satisfactory level. 

As of year end there were 
152,096 accounts delinquent three 
or more monthly payments. The 
number of defaulted accounts (less 
than one full monthly payment 
received during the previous six 
months) totaled 4,047. The 
allowance for uncollectible accounts 
was $80 million at year end and, 
based on past experience, is 
adequate to cover anticipated 
write-offs. The net provision 
for uncollectibles for 1972 
was $42 million. This represents 
0.7 per cent of credit sales. 
Collections on charged-off accounts 
were $7.1 million. Unearned 
finance charges were $191 million, 
up $7 million from the close of 1971. 

Credit operations resulted in $39 
million income over expense 
compared with $37 million for 
1971. Finance charge income and 
credit costs are presented on page 
25, note 7, conforming with a 
standard adopted within the 
retail industry. 

Inventories reach $1.6 billion 

Merchandise inventories increased 
$213 million to $1,642 million at 
year end. This increase reflected 
the merchandise required for new 
stores, new lines and coverage for 
the anticipated increase in Spring 
season sales. 

Merchandise on order and in 
transit amounted to $2.3 billion at 
the close of 1972. 

Working capital $2.3 billion 

Working capital (the excess of 
current assets over current 
liabilities) increased $271 million 
to $2,330 million at year end. 
Current assets of $6,207 million 
were 1.6 times current liabilities of 
$3,877 million at the close of the 


year. The statement of Changes in 
Financial Position on page 23 
details the source and use of 
working capital. 

Long-term debt up $220 million 

Long-term debt was $916 million 
compared with $696 million at year 
end 1971. Long-term debt rose a 
net of $220 million—an increase of 
$232 million in Sears Roebuck 
Acceptance Corp.'s 13 month notes 
less the purchase of $12 million of 
Sears4 3 4%Sinking Fund Debentures. 

Short-term borrowings reach 
$2.1 billion 

Short-term borrowings increased 
$201 million to $2,108 million at 
year end. Sears Roebuck Acceptance 
Corp. supplied $1,815 million of 
these funds. In October, the 
Company made a $75 million 
additional capital investment in 
SRAC, a wholly owned consolidated 
subsidiary which assists in 
financing Sears credit sales. 

A condensed statement of 
financial position follows: 


SEARS ROEBUCK ACCEPTANCE CORP. 


{millions) 

January 31 


1973 

1972 

Notes of Sears, 



Roebuck and Co. 

$2,661 

$2,256 

Cash and other assets.. 

5 

3 


$2,666 

$2,259 

Short-term debt. 

$1,815 

$1,745 

Other liabilities. 

13 

9 

Long-term debt— 



notes. 

293 

61 

senior. 

50 

50 

subordinated. 

25 

25 

Shareholder's equity... 

470 

369 


$2,666 

$2,259 
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FINANCIAL 

REVIEW 

Continued 


TED WILLIAMS® TENT 


1972 capital expenditures $352 
million 

During 1972, the Company invested 
$279 million for the expansion and 
improvement of facilities. $73 
million was spent for normal 
replacement of equipment. 
Additionally, our landlords spent 
$25 million for stores and other 
properties teased to Sears. 

Funds allocated to retail, catalog 
and other operations, including 
Sears Tower—are as follows: 

CAPITAL EXPENDITURES ( millions ) 

1972 1971 1970 

Retail. $226 $219 $181 

Catalog. 32 87 58 

Other operations.... 94 56 29 

$352 $362 $268 

33 new Sears stores opened 

New stores opened include 20 
complete department stores, nine 
medium size units and four hard 
lines stores. Eighteen stores were 
located in new areas; 15 replaced 
older stores in the same 
shopping communities. Twenty four 
of the 33 new stores are owned by 
the Company. We enlarged 
and modernized nine stores, 
closed seven small stores, and 
reclassified 10 to other 
selling facilities. Sears expects 
these new stores to contribute to 
future sales and profit goals. 
Expansion of the retail system 
totaled 6.5 million square feet of 
gross space. The net addition after 
adjusting for closed stores was 
3.9 million square feet. 

We expanded the number of 
selling units with the addition of 
141 other selling facilities and units 
operated by independent catalog 
merchants. We added 4.5 million 
square feet to catalog operations, 
including the new 2.6 million 
square-footmerchandise distribution 
center in Columbus, Ohio. 


Property account at $1.7 billion 

Sears net investment in property 
increased $219 million during 1972. 


CHANGES IN PROPERTY, PLANT AND 
EQUIPMENT—NET (millions) 


Beginning of 

1972 

1971 

1970 

year. 

Capita! 

$1,495 

$1,244 

$1,089 

additions... 

352 

362 

268 

Depreciation.. 

(120) 

(106) 

(104) 

Dispositions.. 

(13) 

(5) 

(9) 

Net increase 

for the year. 

219 

251 

155 

End of year... 

$1,714 

$1,495 

$1,244 


Sears invested $1.3 billion in the 
last five years 

We invested $1,335 million in 
new and improved facilities in 
the last five years. This includes 
$913 million for 74 complete 
department stores, 67 medium size 
units and for the enlargement of 
33 stores. Approximately 18 million 
square feet was added to gross 
store space. At the close of fiscal 
1972, Sears operated 289 complete 
department stores, 378 medium 
size units and 170 hard lines stores. 
The Company had more than 94 
million square feet of store space 
in operation to serve customers. 

Sears owns 205 of the complete 
department stores and 99 of the 
medium size stores. All of the 170 
hard lines stores are leased. Most 
of our catalog, retail and telephone 
sales offices are occupied under 
year-to-year leases. The general 
offices in Chicago, including the 
new 110 story office building; the 
12 catalog merchandise distribution 
centers, and 112 warehouses, 
including 46 of the major 
distribution warehouses, are owned 
by the Company. The general office 
building in New York City and the 
remaining warehouses are leased. 


Expansion planned in 1973 

Sears expansion plans for 1973 are: 

—To open 29 new retail stores, 
including 13 in new markets. 
Additions to retail gross space 
will exceed 3.5 million square feet. 
To continue construction on the 
1.6 million square-foot catalog 
merchandise distribution center in 
Jacksonville, Florida, scheduled to 
be in operation in early 1975. 

—To continue construction on 
Sears Tower, our new headquarters 
building, which is scheduled for 
initial occupancy in Fall, 1973. 

Capital expenditures for 1973 are 
estimated to exceed $375 million. 
This includes amounts for 
expansion of catalog, retail and sales 
supporting facilities and amounts 
for remodeling and normal 
replacements. Our landlords will 
spend an additional $19 million on 
Sears stores. 

Financial position excellent 

In 1972, Sears generated $663 
million in funds provided from 
operations and short-term deferred 
income taxes. 

At the dose of the year, working 
capital totaled $2,330 million. 
Capitalization of $5,431 million 
included $916 million long-term 
debt and $4,515 million 
shareholders’ equity. 

Sears is in excellent financial 
condition as indicated by the 
following comparative year-end 


figures: 

Capitalization Per Per 

( millions ) 1972 Cent 1962 Cent 

Long-term debt. $ 916 17 $ 475 19 
Shareholders’ 

equity. 4,515 83 1,996 81 

Total.$5,431 100 $2,471 100 


Your Company has alternative and 
substantial sources of funds. 

We will continue an aggressive 
plan for growth. 
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RETAIL STORES OPENED IN 1972 (33) 


FACILITIES, JANUARY 31, 1973 


COMPLETE DEPARTMENT STORES (20) 

Asheville, NC 
South Tunnel Road* 

Cerritos, CA 
Los Cerritos Mall 

Charleston, SC 
Northwoods Shopping Center 

Cincinnati, OH 
Northgate Mall 

Citrus Heights, (Sacramento) CA 
Sunrise Mall 

Houston, TX 
Westwood Mall 

Indianapolis, IN 
Castleton Square 

Lancaster, PA 
Park City Center* 

Landover, (Brightseat) MD 
Landover Mall 

Livingston, NJ 
Livingston Mall 

Miami, FL 
Cutler Ridge 

Milwaukee, Wl 
Northridge 

Murray, (Salt Lake City) UT 
Fashion Place 

Niagara Falls, (Wheatfie)d) NY 
Summit Park Mall* 

Pontiac, MI 

North Telegraph Road* 

Raleigh, NC 
Crabtree Valley* 

Richmond, VA 
Cioverleaf Mall* 

Rochester, (Greece) NY 
Long Ridge Mall* 

Saginaw, Mf 
Fashion Square Mall* 

San Rafael, (Marin County) CA 
Northgate 


MEDIUM SIZE DEPARTMENT STORES (9) 

Biloxi, MS 
Edgewater Plaza 

Columbus, MS 
Leigh Plaza 

Fargo, ND 
West Acres* 

Greenville, MS 
Greenville Mall* 

Kahului, HI 

Kaahumanu Shopping Center 

Lake Charles, LA 
Ryan Mall* 

Mayaguez, PR 
Mayaguez Mall* 

Parkersburg, WV 
Grand Central Mall* 

Union Gap, (Yakima) WA 
Valley Mall* 

HARD LINES STORES (4) 

Hilo, HI 

Hilo Shopping Center 

Kaneohe, Oahu, HI 
Windward Shopping Center 

Marshalltown, IA 
Marshalltown Plaza 

Mattoon, !L 

Cross County Shopping Center* 
^Replaced existing facility 


Retail Stores 

Complete Department Stores.289 

Medium Size Department Stores., .378 
(carrying extensive assort¬ 
ments of general merchandise) 

Hard Lines Stores.170 

(carrying major household ap¬ 
pliances, hard lines, sporting 
goods and automotive supplies) 


837 

Catalog Merchandise 
Distribution Centers.12 

Other Selling Facilities and 
Independent Catalog Merchants.2,648 

Major Distribution Warehouses.71 * 

(for retail store groups) 

Service and Parts Centers.143 


*PIus 336 other warehouses serving 
individual stores. 
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STATEMENT 
OF ACCOUNTING 
POLICIES 


Basis of consolidation 

The financial statements include 
the accounts of the Company and 
ah its wholly owned domestic 
subsidiaries directly related to 
retail distribution. The principal such 
consolidated subsidiaries are: 

Sears Roebuck de Puerto Rico, Inc. 
Sears Roebuck S. A. (Central America) 

In addition, the wholly owned 
finance subsidiary, Sears Roebuck 
Acceptance Corp., is consolidated. 

investments 

investments in companies in which 
the Company's ownership exceeds 
twenty percent are carried at cost 
plus the Company's equity in the 
undistributed income since dates 
of acquisition. 

The principal companies are: 

Allstate Insurance Companies 
(wholly owned, page 31) 

Allstate Enterprises, Inc. 

(wholly owned, page 33) 

Homart Development Co. 

(wholly owned, page 37) 

International retail and related 
finance subsidiaries in Latin 
America and Europe 
(80 to 100% owned, page 38) 
Simpsons-Sears Limited 
(41.7% equity interest— 

50% of voting stock—page 39) 

Roper Corporation (44.1% owned) 
DeSoto, inc. (31.7% owned) 

Translation of foreign currencies 

in determining equities in 
international subsidiaries and 
Simpsons-Sears Limited, the net 
current assets and long-term 
liabilities are translated at current 
exchange rates with retroactive 
effect given to the devaluation of the 
dollar on February 12, 1973. 
Investments, properties and related 
depreciation are translated at the 
exchange rates on the dates of 
acquisition. Sales, costs and 
expenses (excluding depreciation) 


are translated at average exchange 
rates for the year. The unrealized 
gains and losses on translation to 
U.S. dollars are reflected in 
earnings except that where long¬ 
term liabilities exist such amounts 
are deferred and amortized over 
the remaining term of the 
long-term liabilities. 

Recognition of income 

Installment sales are included in 
income at the time of sale. In 
accordance with customary trade 
practices, uncollected balances 
which will become due after 
one year are included as current 
assets. Revenue from services 
performed over future periods is 
recognized over the time interval. 
The principal items are maintenance 
agreement sales and finance 
charges on easy payment accounts. 

Equity in income of unconsolidated 
subsidiaries and affiliates is based 
upon the Company's share of 
reported earnings. Earnings of 
insurance companies do not include 
unrealized gains on their investment 
portfolios. 

Inventories 

Merchandise inventories are valued 
at the lower of cost or market on 
the first-in, first-out basis. 

Property and depreciation 

The Company provides depreciation 
by the straight-line and accelerated 
methods for additions prior to 1968. 
The straight-line method is used for 
subsequent additions. The estimated 
useful lives for depreciation 
purposes are: 

Building and improvements: 

Retail and catalog.40 to 50 years 

Warehouses.40 years 

Parking space.10 to 20 years 

Furniture and fixtures.10 years 

Transportation 

equipment. 3 to 8 years 


Income taxes 

Income tax expense is based upon 
the financial statement reported 
earnings. As a result, prepaid and 
deferred income taxes arise from 
differences in reporting for income 
tax purposes. The principal 
differences relate to the use of 
accelerated depreciation methods, 
use of the installment method for 
credit sales, earlier recognition of 
maintenance agreement income 
and lesser allowances for 
uncollectible accounts. 

The investment tax credit is 
reflected as a reduction in current 
income taxes. 

Income taxes, including foreign 
withholding taxes, are provided on 
earnings of subsidiaries expected 
to be remitted. The reinvested 
portion of earnings of International 
subsidiaries and Simpsons-Sears 
Limited if remitted would require 
an additional provision of income 
taxes (including foreign withholding 
taxes) reduced by the available 
foreign tax credits. 

Expenses and intangibles 

The Company provides and funds 
the current costs of its 
supplemental pension 
and profit sharing plans. 

Costs and expenses which are 
expensed over a period of time are: 

Production costs of major catalogs 
over the revenue producing lives 
of 2 to 6 months 

Debenture discount and expense by 
the straight-line method over the 
lives of the debentures, assuming 
minimum sinking fund requirements 

All other expenses are charged to 
operations as incurred. 
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STATEMENT 
OF INCOME 


$ in thousands 


Net sales (includingfinance charges—note 7) 


Cost of sales, buying and occupancy expenses 
Selling and administrative expenses. 


Operating income from sales and services.... 

Equity in income of: 

Allstate Group 

Insurance companies 

Underwriting and investment income 

Realized capital gains. 

Allstate Enterprises, Inc. 


Other unconsolidated subsidiaries and affiliates 
Other companies (dividends). 


Operating income and equity in income of unconsolidated subsidiaries 
General expenses: 

Interest expense. 

Contribution to Employes Profit Sharing Fund. 

Income taxes (note 8). 


Income before extraordinary item. 

Gain from sale of security (net of income taxes and profit sharing contribution) 


Net income. 

Per share (note 1): 

Income before extraordinary item 

Net income. 

Average shares outstanding. 


Year ended January 31 


1973 

$10,991,001 

1972 

$10,006,146 

6,810,647 

3,084,711 

9,895,358 

6,171,482 

2,801,919 

8,973,401 

1,095,643 

1,032,745 

136,758 

19,343 

8,025 

120,482 

4,762 

6,502 

164,126 

27,520 

1,828 

193,474 

131,746 

24,046 

1,803 

157,595 

1,289,117 

1,190,340 

147,920 

111,040 

415,795 

674,755 

139,222 

101,152 

399,100 

639,474 

614,362 

7,450 

550,866 

$ 621,812 

$ 550,866 

$3.93 

3.98 

156,391,000 

$3.56 

3.56 

154,875,000 


See accompanying detail and notes to financial statements 
and statement of accounting policies. 
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STATEMENT 
OF FINANCIAL 
POSITION 

WINNiE-THE-POOH SLEEP ’N PLAY SUIT 

$ in thousands January 31 

ASSETS 1973 1972 

Current Assets 

Cash. $ 232,647 $ 198,426 

Receivables. 4,261,827 3,920,879 

Inventories. 1,642,069 1,429,331 

Prepaid advertising and other charges. 70,794 66,213 

Total Current Assets. 6,207,337 5,614,849 

Investments. 1,401,080 1,197,197 

Property, Plant and Equipment. 1,713,879 1,495,005 

Other Assets. 3,866 5,305 

Total Assets. $9,326,162 $8,312,356 

LIABILITIES 
Current Liabilities 

Notes payable and current maturity of long-term debt. $2,108,211 $1,907,400 

Accounts payable and accrued expenses. 877,442 809,655 

Unearned maintenance agreement income. 172,707 156,156 

Deferred income taxes. 719,062 682,389 

Total Current Liabilities. 3,877,422 3,555,600 

Deferred Income Taxes. 17,326 — 

Long-Term Debt. 916,000 696,000 

Total Liabilities. $4,810,748 $4251,600 

SHAREHOLDERS’ EQUITY. $4,515,414 $4,060,756 


See accompanying detail and notes to financial statements 
and statement of accounting policies. 






























FINANCIAL 

POSITION 

DETAIL 


$ in thousands January 31 

1973 1972 

RECEIVABLES 

Customer installment accounts receivable 

Easy payment accounts. $2,384,828 $2,310,631 

Revolving charge accounts. 1,883,452 1,638,211 

Other customer accounts. 141,551 107,312 

Miscellaneous accounts and notes receivable. 122,257 120,556 

4,532,088 4,176,710 

Less—unearned finance charges. 190,642 183,168 

allowance for uncollectible accounts. 79,619 72,663 

$4,261,827 $3,920,879 

INVESTMENTS 

Allstate Insurance Company (cost $54,600). $ 927,476 $ 801,377 

Allstate Enterprises, Inc. (cost $80,868). 116,365 77,562 

International subsidiaries (cost $76,998). 106,614 106,647 

Simpsons-Sears Limited (cost $37,764). 88,967 70,084 

Homart Development Co. (cost $30,010). 38,879 34,510 

Other subsidiaries and affiliates (cost $30,994). 75,963 69,620 

Investments and advances (principally at cost). 46,816 37,397 

$1,401,080 $1,197,197 

PROPERTY, PLANT AND EQUIPMENT (at cost) 

Land. $ 256,607 $ 250,775 

Buildings and improvements. 1,622,583 1,451,385 

Furniture, fixtures and equipment. 846,844 721,085 

Total property, plant and equipment. 2,726,034 2,423,245 

Less total accumulated depreciation. 1,012,155 928,240 

$1,713,879 $1,495,005 

ACCOUNTS PAYABLE ANO ACCRUED EXPENSES 

Accounts payable. $ 444,797 $ 386,183 

Accrued expenses. 229,919 209,861 

Federal income taxes accrued. 55,653 76,198 

Other accrued taxes. 147,073 137,413 

$~877,442 $ 809,655 

LONG-TERM DEBT (note 3) 

Sears, Roebuck and Co. 

8y 8 % Notes, due 1976. $ 125,000 $ 125,000 

4%% Sinking fund Debentures, due 1983. 198,000 210,000 

6%% Sinking Fund Debentures, due 1993. 100,000 100,000 

8%% Sinking Fund Debentures, due 1995. 125,000 125,000 

Sears Roebuck Acceptance Corp. 

6.45% Notes, rate subject to fluctuation; notes callable after 13 months. 293,000 61,000 

5% Debentures, due 1982. 50,000 50,000 

4%% Subordinated Debentures, due 1977. 25,000 25,000 

$ 916,000 $ 696,000 
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STATEMENT 

OF SHAREHOLDERS' 

EQUITY 



GARAGE DOOR OPENER 


$ in thousands 


Common Stock (including capital in excess of par value)— 
$1.50 par value, 200,000,000 shares authorized; 
issued and outstanding as follows: 

Balance, beginning of year. 

Stock options exercised (note 5). 

Issued to Profit Sharing Fund. 

Acquisition of National First Corp. (note 2). 

Balance, end of year. 


Year ended January 31 

1973 1972 1973 1972 

(shares) 


155,608,793 

1,177,644 

180,112 

45,161 

157^011,710 


154,482,753 

911,051 

214,989 


155,608,793 


$ 480,299 
63,732 
19,997 
190 
564,218 


$ 414,063 
46,239 
19,997 


480,299 


Retained Income 

Balance, beginning of year. $3,580,457 $3,261,884 

Net Income. 621,812 550,866 

Acquisition of National First Corp. (note 2). 726 — 

Dividends to shareholders 

($1.61 and $1.50 respectively). (251,799) (232,293) 

Balance, end of year. 3,951,196 3,580,457 

Total Shareholders’ Equity. $4,515,414 $4,060,756 


See accompanying detail and notes to financial statements 
and statement of accounting policies. 


REPORT OF CERTIFIED PUBLIC ACCOUNTANTS 


To the Shareholders and Board of Directors of Sears, Roebuck and Co. 

We have examined the Statement of Financial Position of Sears, Roebuck and Co. and consolidated subsidiaries as of January 31, 1973 and 
1972, and the related Statements of Income, Shareholders’ Equity and Changes in Financial Position for the years then ended. Our 
examination was made in accordance with generally accepted auditing standards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the circumstances. 

In our opinion, the aforementioned financial statements present fairly the financial position of Sears, Roebuck and Co. and, 
consolidated subsidiaries at January 31, 1973 and 1972, and the results of their operations and changes in their financial position for the 
years then ended, in conformity with generally accepted accounting principles applied on a consistent basis. 


Chicago, Illinois, April 2, 1973 


+ Co. 























STATEMENT 
OF CHANGES 
IN FINANCIAL POSITION 


$ in thousands 


YEAR ENDED JANUARY 31 
1973 1972 


SOURCE OF WORKING CAPITAL 

Net income. 

Depreciation. 

Deferred income taxes. 

Stock issued to Profit Sharing Fund. 

Undistributed net income of unconsolidated subsidiaries 

From operations. 

Cash for stock issued under options. 

Proceeds from long-term debt issues. 


USE OF WORKING CAPITAL 

Cash dividends to shareholders. 

Property additions, less dispositions. 

Long-term debt purchased. 

Changes in investments and other assets. 

INCREASE IN WORKING CAPITAL. 

DETAIL OF WORKING CAPITAL INCREASE 
Current Assets 

Cash. 

Receivables. 

Inventories. 

Prepaid advertising and other charges. 

Increase. 

Current Liabilities 

Notes payable and current maturity of long-term debt 

Accounts payable and accrued expenses. 

Unearned maintenance agreement income. 

Deferred income taxes. 

Increase. 

INCREASE IN WORKING CAPITAL. 


$ 

621,812 

$ 

550,866 


119,840 


105,947 


18,243 


7,460 


19,997 


19,997 


(153,295) 


(147,514) 


626,597 


536,756 


63,732 


46,239 


232,000 


76,000 

$ 

922,329 

$ 

658,995 


$ 

251,799 

$ 

232, 

293 


338,714 


356, 

,617 


12,000 


10, 

000 


49,150 


(14, 

160) 

$ 

651,663 

$ 

584, 

750 

$ 

270,666 

$ 

74, 

,245 


$ 

34 

,221 

$ 

(863) 


340 

,948 


178,286 


212 

738 


121,668 


4. 

,581 


3,795 

$ 

592 

,488 

$ 

302,886 

$ 

200 

,811 

$ 

119,542 


67, 

,787 


51,008 


16, 

,551 


15,884 


36, 

,673 


42,207 

$ 

321, 

,822 

$ 

228,641 

$ 

270, 

,666 

$ 

74,245 


WORKING CAPITAL (at January 31) 


$2,329,915 $2,059,249 


See accompanying detail and notes to financial statements 
and statement of accounting policies. 
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CARTRIDGE TELEVISION 


X. Net income per share 

Net income per share of common 
stock is based on the average 
number of shares outstanding 
during each year. The dilutive effect 
resulting from the assumed 
exercise of outstanding stock 
options is not material. 

2. Acquisition 

On March 31, 1972, the Company 
issued 45,161 shares of common 
stock for the assets and business 
of National First Corp., a mortgage 
servicing company, which were 
subsequently contributed to 
Allstate Enterprises, Inc. This 
acquisition has been accounted for 
as a pooling of interest; however, 
because the acquired company is 
not significant in relation to the 
consolidated results, prior year 
amounts have not been restated. 

3. Long-term debt 

The indentures provide that the 
Company cannot take certain 
actions, including the declaration of 
cash dividends which would cause 
its unencumbered assets to drop 
below 150 per cent of liabilities. 
Unencumbered assets as defined 
are substantially in excess of 150 
percent of liabilities. 

Under the sinking fund provisions 
of the indentures, the Company has 
purchased sufficient debentures to 
fulfill minimum requirements 
through February 1, 1974. 

Minimum annual requirements of 
the sinking funds for each of the five 
subsequent years are: 

Years Ended January 31 

$ 3,500,000.1975 

19,500,000.1976-1977 

23,900,000.1978-1979 


NOTES TO 
FINANCIAL 
STATEMENTS 


4. Supplemental pension plan 

For the fiscal years 1972 and 1971, 
the Company contributed to the 
Sears Supplemental Pension Plan, 
$15,413,000, and $13,298,000, 
respectively. The Plan provides 
pension benefits to employes on 
that portion of their compensation 
which is over the $15,000 maximum 
established for Profit Sharing 
purposes. At January 31, 1973, the 
assets of the plan, $173,778,000, 
exceeded the actuarially computed 
value of vested benefits. The 
unfunded past service costs were 
$44,839,000. 

5. Employes stock options 

In May 1972, the shareholders 
approved the 1972 Employe Stock 
Plan which provides that the 
Company may grant stock options 
aggregating four million shares to 
key employes of the Company or its 
subsidiaries. During 1972, options 
for 2,496,194 shares were granted 
to 16,598 employes at $116.44 per 
share. Outstanding options at year 
end ranged in price from $39.13 
to $116.44 per share, aggregating 
$342,653,000. At January 31, 1973, 
143,000 shares were exercisable and 
2,005,000 shares were available 
for future grants under the 1967 
and 1972 Employe Stock Plans. 

Options under the Company's 
plans are granted at the fair market 
value on the date of grant. 

Generally options become 
exercisable in four annual and 
cumulative installments beginning 
one year after the date of grant 
and expire ten years after the date 
of grant, except for 63,565 
shares outstanding at January 31, 
1973, which expire five years or 
less after the date of grant. 


A summary of option shares 
outstanding is: 


(thousands of shares) 

Year Ended 
January 31 


1973 

1972 

Balance, February 1 .. 

.. 1,773 

2,111 

Granted... 

.. 2,496 

592 

Exercised. 

.. (1,178) 

(911) 

Cancelled. 

(15) 

(19) 

Balance, January 31.. 

.. 3,076 

1,773 


6. Rentals—long-term leases 

Minimum fixed rentals exclusive of 
taxes, insurance and other expenses 
payable directly by the Company 
under long-term leases (over three 
years) in effect as of January 31, 
1973, amounted to $663 million, of 
which $195 million expire by 1978, 
and $154 million by 1983, The 
largest aggregate amount of 
rentals for any future fiscal year is 
$40 million. 

The present value of all future 
rental payments on the above leases 
calculated as of January 31, 1973, 
is $386 million. 
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1 . Credit operations 

Actions are pending against the 
Company in 16 states alleging that 
its finance charges or method of 
computing finance charges violates 
the laws of those states. The 
ultimate consequences of these 
actions or those pending against 


other retailers, if adversely decided, 
are not presently determinable, but 
in the opinion of the Company's 
management, are not expected to 
have a material adverse effect on 
the financial position or net income 
of the Company. 


Finance charge income and credit costs are as follows: 
( millions ) 

Finance charge income: 

Easy payment accounts. 

Revolving charge accounts. 


Credit safes expense, including expense in stores 

Provision for uncollectible accounts. 

Pro forma interest. 

Income taxes. 


Income over expenses 


Year Ended 
January 31 


1973 

1972 

$303 

$290 

246 

229 

549 

519 

275 

254 

42 

38 

155 

152 

38 

38 

510 

482 

$ 39 

$ 37 


The average cost of funds 
borrowed was 5.2 per cent in 1972 
and 5.4 per cent in 1971. The 
Company computed the foregoing 


pro forma interest on average 
installment receivables less 
applicable net deferred 
income taxes. 


8. Income taxes 

Federal and state income tax expense consists of: 


( thousands ) Year Ended January 31 

1973 1972 

Current portion (before investment tax credit). $374,418 $353,495 

Investment tax credit (flow-through method). (10,934) (4,062) 

Deferred portion—current. 36,673 42,207 

—long-term. 18,243 7,460 

Tax applicable to extraordinary item. (2,605) — 


$415,795 $399,100 

9. Supplementary income statement information 

The following expense categories are included in the Company’s costs 
and expenses in the income statement (page 19): 


(thousands) Year Ended January 31 

1973 1972 

Repairs and maintenance. $ 74,940 $ 58,020 

Depreciation of property. 119,840 105,947 

Taxes, other than Income taxes. 224,213 200,160 

Rents, property and equipment. 107,817 100,868 

Advertising costs (excluding catalog). 321,7 41 296,753 





























TEN YEAR 
SUMMARY 



WINNER GYM SHOES 



RESULTS FOR THE YEAR ( millions ) 

Net Sales. 

Operating income. 

Per cent of net sales. 

Equity in income of unconsolidated 

subsidiaries and affiliates. 

Interest expense. 

Contribution to Employes Profit Sharing Fund 
(excludes amount applicable to capital gains) . 
Income taxes (excludes capital gains taxes) ... 

Income before extraordinary items. 

Extraordinary items (capital gains). 

Net income. 

Return on average shareholders' equity 

(per cent). 

Depreciation. 

YEAR END POSITION ( millions]) 

Customer installment accounts (gross). 

Inventories. 

Property, plant and equipment (net). 

Long-term debt. 

Retained income. 

Shareholders’ equity (book value). 

PER SHARE OF COMMON STOCK ( dollars ) 

Income before extraordinary items. 

Extraordinary items (capital gains). 

Net income. 

Dividends to shareholders. 

Shareholders’ equity (book value)—year end 


MISCELLANEOUS DATA 

Shareholders (Profit Sharing Fund counted 

as single shareholder). 

Retail stores (excludingforeign stores)— 

Number. 

Store space (gross sq. ft. in millions)... 
Catalog merchandise distribution centers .. 
Other selling facilities and independent 

catalog merchants. 

Capital expenditures (millions). 


1972 

1971 

1970 

$ 10,991 

$ 10,006 

$ 9,251 

1,096 

1,033 

956 

10.0 

10.3 

10.3 

193 

157 

118 

148 

139 

160 

111 

101 

87 

416 

399 

363 

614 

8 

622 

551 

464 

551 

464 

14.5 

14.2 

13.1 

120 

106 

104 


$ 4,268 

$ 3,949 

$ 3,794 

1,642 

1,429 

1,308 

1,714 

1,495 

1,244 

916 

696 

630 

3,951 

3,580 

3,262 

4,515 

4,061 

3,676 


$ 3.93 

$ 3.56 

$ 3.01 

.05 

— 

— 

3.98 

3.56 

3.01 

1.61 

1.50 

1.35 

28.76 

26.09 

23.80 


262,080 

251,951 

253,265 

837 

836 

827 

94 

90 

86 

12 

11 

11 

2,648 

2,507 

2,346 

$ 352 

$ 362 

$ 268 
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1969 


1968 


1967 

1966 


1965 


1964 


1963 


$ 8,844 

$ 

8,178 

$ 

7,296 

$ 6,769 

$ 

6,357 

$ 

5,716 

$ 

5,093 

CD 

959 


859 


697 

680 


659 


625 


536 

i—| 

10.9 


10,5 


9.6 

10.1 


10.4 


10.9 


10.5 

1 —| 

116 


116 


103 

93 


75 


71 


66 

1972 

154 


113 


93 

92 


66 


50 


37 

1971 













1970 

88 


77 


67 

64 


63 


59 


54 

1969 

393 


363 


270 

264 


262 


262 


235 

1968 

440 


422 


370 

353 


343 


325 


276 

1967 

— 


— 


— 

14 


4 


3 


— 

1966 

440 


422 


370 

367 


347 


328 


276 

1965 













1964 













1963 

13.4 


14.0 


13.2 

14.0 


14.3 


14.6 


13.3 


107 


105 


106 

93 


78 


66 


50 


$ 3,591 

$ 

3,347 

$ 

3,025 

$ 2,931 

$ 

2,707 

$ 

2,339 

$ 

1,999 


1,215 


1,134 


1,070 

1,021 


931 


830 


746 


1,089 


984 


958 

880 


752 


640 


534 


455 


483 


403 

427 


439 


451 


475 


3,006 


2,774 


2,551 

2,365 


2,181 


2,005 


1,830 


3,408 


3,142 


2,904 

2,709 


2,518 


2,333 


2,148 


$ 2.86 

$ 

2.76 

$ 

2.42 

$ 2.32 

$ 

2.25 

$ 

2.14 

$ 

1.82 


— 


— 


— 

.09 


.03 


.02 


— 


2.86 


2.76 


2.42 

2.41 


2.28 


2.16 


1.82 


1.35 


1.30 


1.20 

1.20 


1 . 12 % 


1.00 


. 87 % 


22.10 


20.47 


18.98 

17.74 


16.51 


15.33 


14.14 



ASSETS, LIABILITIES AND SHAREHOLDERS’ 
EQUITY in billions ol dollars 


ASSETS 

LIABILITIES 

SHAREHOLDERS' EQUITY 



253,510 

252,118 

257,543 

259,620 

243,608 

197,496 

173,242 

826 

818 

809 

801 

786 

777 

761 

83 

80 

76 

71 

65 

61 

56 

11 

11 

11 

11 

11 

11 

11 

2,166 

1,969 

1,762 

1,681 

1,473 

1,237 

1,130 

$ 214 

$ 139 

$ 186 

$ 224 

$ 196 

$ 179 

$ 134 
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ALLSTATE 


Space-age communications 
help us provide today's most advanced 
claim service wherever you are 
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This young Illinois couple's carefree 
vacation in Florida might have 
been frustrated when their auto 
was sideswiped. However, their 
call to the local Allstate district 
claim office in Florida alerted 
the visual display unit operator 
there who speedily obtained 
complete policy information from 
Illinois, and the couple was 
promptly invited to the nearest 
drive-in claim center. 
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Allstate provides a complete circle of 
insurance protection for its customers, 
and our space-age communications 
network puts us at your service when 
and where you need us most. 

Wherever you travel in the United States 
and Canada, Allstate is close at hand, 
ready to handle your claims or answer 
your policy questions with speed and 
accuracy. To help provide this excellent 
service, we harnessed a most sophisticated 
computer-controlled communications 
system. We call this the ALERT® system. 

It works for you through 26 regional 
offices and 167 district claim offices 
throughout North America. 

Here's a typical example of the way 
this system goes to work for you 
as an Allstate auto insurance customer. 
Suppose you live in Illinois, but you're 
in Florida on vacation when your car 
is sideswiped by another vehicle. You 


merely call the nearest Allstate district 
claim office. The people there will 
use ALERT's telecommunications network 
to contact the regional office computer 
where your policy records are maintained. 
For Illinois residents, it's in Skokie, Illinois. 

Using a visual display unit, a Florida 
claim expediter can obtain your complete 
policy information from Skokie within 
minutes. This enables the expediter to 
immediately make an appointment 
for you at a convenient drive-in center. 
There an adjuster inspects your damage 
and in most cases, pays your claim 
on the spot. He will also help you get 
your car repaired locally if you wish. 

You can then be on your way again, quickly 
and with a minimum of inconvenience. 

When you need us most, our modern 
communications system makes sure 
that —no matter where you are — 

"You're in Good Hands with Allstate'' 


At the drive-in claim center, the adjuster, who had 
received insurance coverage information from the district 
office, made a thorough inspection of the damages. 

There ate 655 such Allstate drive-in facilities. 


The fast flow of information made feasible by Allstate's 
ALERT system insures prompt payment of claims 
in most cases, and a minimum of inconvenience for our 
customers and claimants. 















We use electronics to help 
personalize our service 



Allstate offers the most modern customer 
service facilities in the insurance world. 

Details concerning the accounts of 
most of our customers are stored 
electronically, permitting the exchange 
of claim and service information among 
all regional and district claim offices 
in the United States and Canada in a 
matter of minutes. 

Highly skilled customer service people 
and claim representatives answer millions 
of calls annually from policyholders 
or accident victims, using the ALERT 
system to bring instant customer 
information from our computers to viewing 
screens for speedy, efficient service. 

Allstate agents, too, are just a 
phone call away from this reliable source 
of information concerning their customers. 
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ALLSTATE GROUP 
OF COMPANIES 


Allstate Group 

The Allstate Group of companies 
achieved substantial new growth 
in 1972. Insurance premiums 
written and financial services 
revenues totaled $2,445 million, 
an increase of $227 miiiion from 
1971. Total net income was $164 
million, up 24.6 per cent from 
$132 million for 1971. Group net 
income represented $1.05 per 
share of Sears stock, up 20 cents 
from 85 cents for 1971. 

Property and liability insurance 

The dynamic growth of the Allstate 
Insurance Companies continued 
during 1972 as sales volume, 
earnings, and number of 
policyholders climbed to record 
highs. Premiums written for all 
property and liability insurance 
fines rose $205 million from 1971 
to a total of $2,254 million. 

Allstate, a multiple-line insurance 
group, writes practically all kinds 
of insurance for individuals, 
businesses and other organizations 
and also is a major reinsurer. 

During 1972, a new insurance 
subsidiary, Northbrook Insurance 
Company, was formed to write 
excess and surplus lines of 
commercial insurance. 

The Companies wrote auto 
premiums of $1,647 million, an 
increase of $111 miiiion from 1971. 
Premiums written for other property 
and liability lines, principally 
homeowners, residential fire, 
health, and commercial, rose to 
$607 million, up $93 million from 
1971. These other property and 
liability insurance lines together 
with life insurance comprised 
30.4 per cent of Allstate’s total 
insurance premiums. 

Underwriting operations produced 
an income of $39.6 million before 
Federal income taxes, or 1.8 per 
cent of premiums earned. This 


compared with an underwriting 
income of $36.2 million, or 1.9 
per cent of premiums earned for 
1971. The ratio of total claim 
costs to premiums earned increased 
fractionally; however this increase 
was nearly offset by a reduction in 
the underwriting expense ratio. 

Allstate’s net investment income 
from interest, dividends and real 
estate income was $111.2 million 
before taxes, up $14.9 million or 
15.5 per cent from 1971. The 
increase arose principally from a 
greater amount of funds invested, 
but a higher yield on the bond 
portfolio was also a contributing 
factor. The investment program is 
an important element of the 
Companies' operations. 

For the past ten years, net 
investment income has increased 
at a compound annual rate 
of 15.5 per cent. 

Realized capital gains on 
investments before income taxes 
amounted to $24.1 million 
compared with $6.2 million for the 
previous year. The net unrealized 
appreciation on Allstate's common 
and preferred stock portfolio was 
$306.7 million, up $154.6 million 
from the previous year end. 

Total net income and realized 
gains after income taxes, including 
net income of unconsolidated life 
insurance subsidiaries, was 
$156.1 million, an increase of 
$30.9 million from 1971. Total net 
earnings for 1972 were equal to 
$1.00 per share of Sears stock 
compared with 81 cents the 
previous year. 

Assets were $3.8 billion, up 
$652 million from year end 1971. 
Investments in bonds, stocks and 
real estate comprised 86 per cent 
of total assets. Sizeable new funds 
generated by the growth and 
profitable operations of the 
Companies and the appreciation in 


ARCHIE R. BOE 
Chairman of the Board 
and Chief Executive Officer 
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ALLSTATE GROUP 
Continued 


ALLSTATE GROUP market values of investments in 

INSURANCE AND FINANCIAL SERVICES stocks both contributed to the 
-■--—■—■- increase in assets. 


PREMIUMS WRITTEN AND FINANCIAL 
SERVICES REVENUES -Billions ol Dollars 


1972 


1971 


1970 


1969 


1968 


1967 


1966 


1965 


1964 


1963 



.0 .2 .4 .6 ,8 1.0 1.2 1.4 1.6 1.8 2.0 2.2 2.4 2.6 


NET INCOME -Dollars per Sears Share 



.0 .10 .20 .30 .40 .50 .60 .70 .80 .901.00 1.10 


Life insurance 

The Allstate Life Insurance 
Companies achieved notable 
growth during 1972 by adding 
more than $2 billion to the 
insurance in force. At year end 
1972 life insurance in force 
totaled $13,181 million, including 
$7,665 million of insurance on 
individuals and $5,516 million of 
group insurance. Insurance in force 
on individuals increased 21.2 
per cent during the year, and 
group insurance in force rose 
15 per cent. Life insurance 
premiums totaled $110.7 million, 
an increase of $12.2 million from 
1971. 

Net income from life insurance 
operations amounted to $14.1 
million for 1972 compared with 
$12.2 million for the previous year. 

Assets of the Life Companies 
increased $65 million during 1972 
to $351 million at year end. 
Investments in bonds, stocks and 
mortgages comprised 90.3 per cent 
of total assets. 


The year ahead 

Allstate’s vigorous multiple-line 
marketing program is expected to 
bring increased sales of all major 
lines of insurance during 1973. 

The Companies will continue to 
modernize their insurance products 
to keep them responsive to 
customer needs. 

Claim costs are expected to rise 
again in 1973. However, new laws to 
curb drunk driving; improved 
bumpers, anti-car-theft and safety 
devices should tend to retard the 
rise in auto claim costs. 

Interest and dividends from 
investments are expected to 
increase as the investment 
portfolio grows in size. 

Allstate’s 1973 net income and 
realized capital gains from 
property, liability and life 
insurance operations is expected 
to compare favorably with 1972. 


Typical Allstate regional office ( Farmington, Connecticut). 

































Allstate Enterprises, Inc. 
and Subsidiaries 

This Company and its subsidiaries 
are engaged in the auto finance, 
savings and loan, motor club, 
insurance inspection and fire 
protective and safety engineering 
businesses. A mortgage origination 
and servicing business was 
acquired during 1972. Also, a 
separate subsidiary acts as 
distributor, investment advisor and 
dividend disbursing and transfer 
agent for Allstate Enterprises 
Stock Fund, Inc., a mutual fund. 

Gross revenues earned were $80 
million, up $10,5 million from 
the previous year. Approximately 
38 per cent of the revenues were 
from auto financing and another 
26 per cent from the savings and 
loan operations. As of year end, 
loans outstanding principally on 
automobiles and real estate totaled 
$622 million, a 21 per cent increase 
from the previous year end. Sales 
emphasis was placed on auto 
financing due to favorable interest 
rates on borrowed funds. New loans 
on autos and recreational vehicles 
totaled $337 million, up 42 per 
cent from 1971. 

Short-term notes payable, a 
source of funds used in the auto 
financing operations, totaled 
$313 million atyear end compared 
with $223 million the previous year, 
reflecting the increased volume 
of auto loans receivable. Savings 
accounts of Allstate Savings and 
Loan Association increased $18 
million to $243 million atyear end. 

Allstate Enterprises' net income 
was $8 million compared with 
$6.5 million for the previous year. 
Growth in the volume of auto loans 
together with a lower average 
interest rate on borrowed funds and 
an improved yield on the real 
estate loan portfolio contributed to 
the increase in net income. 
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Convenient money-saving financing is offered through Allstate 
agents in most states for cars, boats and recreational vehicles. 


ALLSTATE ENTERPRISES, INC. AND SUBSIDIARIES Year Ended 

STATEMENT OF INCOME -December 31- 

$ in thousands 1972 1971 

Revenues Earned.. $ 79,977 $ 69,506 

Interest expense. 26,786 25,476 

Other operating expenses. 38,757 32,116 

Total expenses. 65,543 57,592 

Income before income taxes. 14,434 11,914 

Income taxes. 6,409 5,412 

Net Income. $ 8,025 $ 6,502 


STATEMENT OF FINANCIAL POSITION December 31 

$ in thousands 1972 1971 

ASSETS 

Cash and Investments .. $ 60,236 $ 38,352 

Loans Receivable 

Automobile and other. 343,520 254,602 

Real estate. 278,788 259,760 

Other Assets. 24,116 18,957 

Total Assets. $706,660 $571,671 

LIABILITIES 

Short-Term Notes Payable. $312,691 $222,711 

Savings Accounts. 243,037 224,797 

Other Liabilities. 34,567 46,601 

Total Liabilities. $590,295 $494,109 

SHAREHOLDER'S EQUITY. $116,365 $ 77,562 
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ALLSTATE INSURANCE COMPANY 
AND CONSOLIDATED SUBSIDIARIES 


STATEMENT OF INCOME 
$ in thousands 

Net Premiums Written. 

Premiums Earned (after dividends on participating policies). 

Underwriting charges 

Claims and claims expense. 

Sales, policy issuance and service, administration and other expenses 
Premium and other taxes and fees (excluding Federal income taxes)., 

Total underwriting charges. 

Underwriting income. 

Interest, dividends and real estate income, less investment expenses. 

Income before federal income taxes. 

Federal income taxes. 

Net Income. 

Realized capital gains on investments. 

Federal income taxes on realized gains. 

Net Realized Gains. 

Net Income and Realized Gains of Allstate Insurance Company and 

Consolidated Subsidiaries. 

Equity in Net Income of Unconsolidated Life Insurance Subsidiaries 

Underwriting and investment income. 

Realized capital gains. 

Total Net Income and Realized Gains. 


Year Ended December 31 


1972 

$2,254,304 

$2,165,616 

1,641,756 

418,364 

65,931 

2,126,051 

39,565 

111,246 

150,811 

27,523 

123,288 

24,137 

5,377 

18,760 

142,048 

13,470 
_583 

14,053 
$ 156,101 


1971 

$2,049,774 

$1,897,568 

1,428,239 

374,461 

58,632 

1,861,332 

36,236 

96,335 

132,571 

24,015 

108,556 

6,182 

1,685 

4,497 

113,053 

11,926 
_265 

12,191 
$ 125,244 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
$ in thousands 


SOURCE OF FUNDS 

Net income and realized gains. 

Increase in reserve for claims and claims expense. 

Increase in unearned premiums. 

Increase (decrease) in all other liabilities. 

Undistributed net income of unconsolidated life insurance subsidiaries 

Total Source of Funds. 


USE OF FUNDS 

Increase in premium installments receivable. 

Increase in assets not admitted. 

Increase in accrued investment income and other assets 

Dividends to Sears, Roebuck and Co. 

Total Use of Funds. 


NET 

ADD 


SOURCE OF FUNDS . 

INCREASES IN INVESTMENTS NOT PROVIDING FUNDS 

Increase in unrealized capita! gains on stocks . 

Net income of unconsolidated life insurance subsidiaries 


Year Ended December 31 



1972 


1971 

$ 

156,101 

$ 

125,244 


240,973 


168,863 


77,802 


143,889 


62,025 


(16,730) 


(14,053) 


(12,191) 

$ 

522,848 

$ 

409,075 

$ 

50,731 

$ 

45,533 


9,025 


4,944 


1,710 


2,232 


30,002 


— 

$ 

91,468 

$ 

52,709 

$ 

431,380 

$ 

356,366 

$ 

154,612 

$ 

101,277 


14,053 


12,191 

$ 

600,045 

$ 

469,834 
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INCREASE IN CASH AND INVESTMENTS 
See notes to financial statements. 









































































STATEMENT OF FINANCIAL POSITION 
$ in thousands 


December 31 


1972 


ADMITTED ASSETS 
Investments (note 2) 

Bonds 

U. S. Government. $ 152,804 

State and municipal. 1,453,811 

Other. 109,307 

1,715,922 

Preferred stocks. 149,938 

Common stocks. 1,231,676 

Stocks of unconsolidated life insurance and foreign subsidiaries. 71,680 

Real estate. 102,307 

Total Investments. 3,271,523 

Cash and Certificates of Deposit. 42,899 

Premium Installments Receivable. 428,447 

Accrued Investment Income. 30,147 

Other Assets. 32,261 

Total Admitted Assets. $3,805,277 

LIABILITIES 

Reserve for Claims and Claims Expense. $1,342,951 

Unearned Premiums. 1,067,739 

Claim Drafts Outstanding. 59,930 

Federal! ncome Taxes. 25,803 

Other Taxes. 29,445 

Other Liabilities. 98,748 

Total Liabilities. $2,624,616 

CAPITAL 

Capital Stock (including additional capital paid in). $ 54,600 

Unrealized Capital Gains on Stocks. 306,708 

Retained Income (after deducting assets not admitted for statutory 
purposes of $53,523 and $44,498 respectively). 819,353 

Total Capital. $1,180,661 


STATEMENT OF CAPITAL Year Ended 

$ in thousands 1972 

Balance Beginning of Year. $ 908,975 

Total Net Income and Realized Gains. 156,101 

Change in Unrealized Capital Gains on Stocks. 154,612 

Net increase in Assets Not Admitted. (9,025) 

Dividends to Sears, Roebuck and Co... (30,002) 


Balance End of Year. $1,180,661 


See notes to financial statements. 


1971 


$ 33,454 

1,293,483 

95,270 

1,422,207 

100,726 

981,931 

58,105 

85,236 

2,648,205 

66,172 

377,716 

26,441 

34,257 

$3,152,791 


$1,101,978 

989,937 

49,177 

20,881 

29,208 

52,635 

$2,243,816 


$ 54,600 

152,096 

702,279 
$ 908,975 


December 31 
1971 

$ 687,398 
125,244 
101,277 
(4,944) 


$ 908,975 
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ALLSTATE INSURANCE COMPANY 
AND CONSOLIDATED SUBSIDIARIES 


REPORT OF CERTIFIED PUBLIC ACCOUNTANTS 


To the Board of Directors of Sears, Roebuck and Co.: 


We have examined the Statement of Financial Position of Allstate Insurance Company and consolidated subsidiaries as of December 31, 1972 and 
1971, and the related Statements of Income, Capital and Changes in Financial Position for the years then ended. Our examination was made in ac¬ 
cordance with generally accepted auditing standards, and accordingly included such tests of the accounting records and such other auditing procedures 
as we considered necessary in the circumstances. 

In our opinion, the aforementioned financial statements present fairly the financial position of Allstate Insurance Company and consolidated 
subsidiaries at December 31, 1972 and 1971, and the results of their operations and changes in their financial position for the years then ended, in 
conformity with generally accepted accounting principles applied on a consistent basis. 


Chicago, Illinois, March 7, 1973 




NOTES TO FINANCIAL STATEMENTS 

1. Summary of significant 
accounting policies 

Consolidating principles 

Allstate Insurance Company is a 
property and liability insurance 
company and the accompanying 
consolidated financial statements 
include the accounts of the Company 
and its domestic and Canadian 
property and liability insurance 
subsidiaries. The investments of 
the Company in its unconsolidated 
life insurance subsidiaries and 
foreign subsidiaries are reflected 
in the accompanying Statement of 
Financial Position at their 
underlying values as shown by the 
accounts of these subsidiaries at 
December 31, 1972 and 1971. 

All subsidiaries included in the 
consolidation are wholly owned 
except for the Canadian subsidiary 
in which a minority interest of 25% 
is held by Simpsons-Sears Limited. 
The net assets and income 
applicable to Canadian operations 
have been translated at exchange 
rates prescribed by the National 
Association of Insurance 
Commissioners. Adjustments on 
translation have not been 
significant. The minority interest in 
the net assets and net income of 
the Canadian subsidiary is included 
in other liabilities and other 
underwriting charges, respectively. 

All materia) intercompany 
transactions have been eliminated 
in consolidation. 


Accounting practices 

The financial statements have been 
prepared in accordance with 
accounting practices prescribed by 
the Department of Insurance of 
the State of Illinois which differ 
from generally accepted 
accounting principles in the 
treatment of certain underwriting 
charges, the valuation of certain 
assets and the recognition of 
certain deferred federal income 
taxes. These differences in the 
aggregate are not materia! in 
relation to the consolidated 
statements taken as a whole. 

Unearned premiums 

Unearned premiums are deferred 
and taken into income on a pro rata 
basis over the terms of the policies. 

Reserve for claims and claims 
expense 

The reserve for claims and claims 
expense is an accumulation of the 
estimated amounts necessary to 
settle all outstanding claims 
pertaining to 1972 and prioryears, 
based upon the facts in each case 
and the prior experience of the 
Company. The Company does not 
provide a reserve for future 
catastrophe losses. 

2. Investments 

Bonds are stated at amortized cost, 
preferred and common stocks are 
stated at market value, stocks of 
subsidiary companies not 
consolidated are stated at 


underlying net asset values, and 
real estate is stated at cost less 
accumulated depreciation, all as 
prescribed by the National 
Association of Insurance 
Commissioners. Supplementary 
investment information is as follows: 


$ in thousands December 32 



1972 

1971 

Bonds, at estimated market.. 

$1,707,421 $1,369,167 

Preferred stocks, at cost.... 

169,002 

124,043 

Common stocks, at cost. 

918,399 

813,784 

Stocks of subsidiary 



companies not consolidated, 



at cost. 

16,113 

14,612 


3. Profit sharing and pension plans 

Employes of the Company and its 
domestic subsidiaries are eligible 
to become members of The Savings 
and Profit Sharing Fund of Sears 
Employes. In addition, 
non-contributory pension plans are 
in effect which provide pension 
benefits for that portion of 
employes’ compensation which is 
over the maximum established for 
profit sharing purposes. The 
Canadian subsidiary has similar 
profit sharing and pension plans. 
The cost of the foregoing plans for 
years ended December 31, 1972 
and 1971 were $25,273,000 and 
$20,947,000 respectively. 
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HOMART 

DEVELOPMENT CO. 


This wholly owned unconsolidated 
subsidiary develops and operates 
shopping centers, either as owner or 
as a partner in joint ventures. In 
addition to the shopping centers, 
some of the developments include 
residential, office building, 
recreational or other commercial 
facilities. 

Homart has nine owned regional 
centers in operation. Valley View 
Center in Dallas, Texas, is under 
construction and will open in Fall of 
1973. In addition to Valley View 
Center, Homart has six other 
regional centers in various stages 
of development with scheduled 
openings in the next three years. 
Other regional developments are in 
the planning stage. 

Castleton Square, in Castleton, 
Indiana, and Parkway Plaza, in El 
Cajon, California, two joint venture 
regional centers, opened in 1972. 
This brings the total joint venture 
regional centers in operation to 
four. Sales of condominiums 
continued in River Oaks West, a 
• residential and recreational 
I development adjacent to River Oaks 
| Shopping Center, Calumet City, 
Illinois. Eight joint venture shopping 
centers are scheduled to open in the 
l next three years with additional joint 
ventures in the planning stage. 

During 1972, Homart sold its 
interest in a joint venture regional 
center, Los Cerritos Center, in 
Cerritos, California. The gain on this 
transaction before income taxes was 
$6.1 million. Homart’s share of the 
operating income of Los Cerritos 
center before taxes was $401,000 
compared with a loss of $132,000 
for the previous year. 

Net income for Homart, adjusted for 
its proportionate share of net income 
or expenses for the joint ventures, 
amounted to $5.8 million in 1972, 
compared with $565,000 in 1971. 


STATEMENT OF INCOME 

$ in thousands For Fiscal Year Ended 

Rents, sales and other revenues. 

Interest and depreciation. 

Other costs and expenses. 

1 ncome—Operating. 

—Sale of interest in Cerritos. 

—Joint ventures. 

Income taxes. 

Net income. 


STATEMENT OF FINANCIAL POSITION 
$ in thousands At Fiscal Year End 

ASSETS 

Shopping center property—net... 

Development and residual property. 

Investment in ventures*: 

Notes and interest receivable. 

Equity in venture capital. 

Deferred costs and other assets. 

Cash and receivables. 

Total Assets. 

LIABILITIES 

Accounts payable and accruals... 

Construction and term loans. 

Mortgages and other long-term debt. 

Payable to Sears.... 

Venture payables to Homart*. 

Deferred federal income taxes. 

Total Liabilities. 

VENTURE CAPITAL Homart*.. 

Other Partners. 

SHAREHOLDER’S EQUITY. 


At Fiscal Year End 

Capital invested. 

Capital withdrawals. 

Operating results. 


Homart Joint Ventures 


January 31 

December 31 

1973 

1972 

1972 


1971 

$ 18,914 

$ 15,438 

$ 24,312 

$ 

6,174 

6,478 

5,389 

12,053 


5,674 

8,651 

6,958 

11,580 


3,888 

15,129 

12,347 

23,633 


9,562 

3,785 

3,091 

$ 679 

$ 

(3,388) 

6,121 

— 




417 

(1,676) 




10,323 

1,415 




4,483 

850 





$ 5,840 $ 565 


Homart Joint Ventures 


January 31 December 31 


1973 

1972 

1972 

1971 

$ 63,061 

$ 64,654 

$ 78,809 

$ 67,249 

23,698 

5,319 

33,678 

42,165 

86,759 

69,973 

112,487 

109,414 

11,870 

10,251 



(6,138) 

369 



5,732 

10,620 



1,400 

1,529 

5,603 

6,798 

17,039 

17,214 

8,082 

7,388 

110,930 

99,336 

126,172 

123,600 

11,219 

7,484 

12,102 

14,469 

8,000 

— 

26,202 

62,318 

48,426 

54,052 

88,411 

37,212 

18,855 

20,326 

— 

— 

— 

— 

12,102 

10,524 

4,406 

3,290 

— 

— 

90,906 

85,152 

138,817 

124,523 



(5,848) 

706 



$ (6,797) 

¥ (1,629) 

$ 20,024 

$ 14,184 




Homart Joint Ventures 

January 31 December 31 

1973 1972 1972 1971 

$ 5,832 $ 5,496 $ 6,166 $ 5,819 
<8,472) (1,212) (8,472) (1,212) 

(3,498) (3,915) (3,542) (3,901) 


$ (6,138) $ 369 $ (5,848) $ 706 


*Homart's investment in ventures differs from the amounts recorded by the joint ventures 
due to differingfiseal year ends and difference in basis of property contributed to the ventures. 
Following is an analysis of Homart’s equity in venture capital as recorded by Homart and the 
joint ventures from inception: 
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INTERNATIONAL 

OPERATIONS 



The 143,OOO-square-foot Simpsons-Sears store in Surrey, British Columbia, was opened May 10. 
The full-line department store is the major unit in Surrey Place, a large, two-level, fully 
enclosed shopping mall, and is the 42nd retail store to be opened by Simpsons-Sears since 1954. 


INTERNATIONAL OPERATIONS 

$ in thousands 

Net Sales 

Net Income 

(after trans. loss & adj.) 

Sears Equity 
in Net Income 


Fiscal Year 1972 

1971 

1972 

1971 

1972 

1971 

Canada . 

. $ 902,949 

$759,035 

$26,525 

$18,771 

$11,794 

$ 8,49; 

Latin America. 

. 206,127 

185,021 

10 ,221 

10,402 

8,064 

8,76* 

Europe*. 

. 83,733 

37,839 

(6,959) 

(588) 

(6,762) 

(58: 

Total International Operations. 

. $1,192,809 

$981,895 

$29,787 

$28,585 

$13,096 

$16,67- 


*1971 results reflect Sears ownership of Belgian operations for the three months ended January 31, 1972. 
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Canadian affiliate 

Net sales of Simpsons-Sears Limited 
increased 16.8 per cent to $894.1 
million (Can.) from $765.8 million 
in 1971. Net earnings rose to $26.3 
million (Can.) from $19 million in 
1971. Our equity in net earnings 
after translation gain was $11.8 
million (U.S.). 

During 1972, Simpsons-Sears 
opened two complete department 
stores in Hull, Quebec, and Surrey, 
British Columbia, and a retail 
merchandise distribution center in 
Vancouver, British Columbia. At 
year end, our Canadian affiliate was 
operating four catalog merchandise 
distribution centers, 43 retail 
stores, and 575 catalog sales 
offices. 

Latin American subsidiaries 

Net sales of subsidiaries in Mexico 
and South America increased 11.4 
per cent to $206.1 million. Net 
income, after translation losses and 
gains and adjustments, decreased 
$181,000 to $10.2 million, of which 
Sears equity was $8.1 million. 

These subsidiaries operated 51 
retail stores and 13 retail sales 
offices at year end, 

European subsidiaries 

Net sales of the Spanish subsidiary 
rose 39.9 per cent to $29.8 million 
in 1972 from which the Company 
realized a net profit of $1.4 million 
versus a loss of $567,000 for the 
previousyear. There are two complete 
department stores and 13 retail 
sales offices in Spain. 

Net sales for Galeries Anspach, 
our Belgian subsidiary, were $54 
million. This subsidiary realized a 
net loss of $8.6 million due in part 
to an exchange loss, and start up 
expenses of a complete department 
store and shopping center. 

Galeries operates three complete 
department stores, six medium size 
stores, and one smalt hardlines store. 


SIMPSONS-SEARS LIMITED AND 
CONSOLIDATED SUBSIDIARY COMPANIES 

STATEMENT OF EARNINGS 
Canadian $ in thousands 

Net sales (U.S. $902,949 and $759,035) . 

Dividends and other income. 

Deduct: 

Cost of merchandise sold and ah expenses, 

except the items shown below. 

Provision for depreciation. 

Interest. 

Contribution to Profit Sharing and Pension plans 

Earnings before provision for income taxes. 

Provision for income taxes. 

Net earnings for the fiscal year. 

Net earnings per share. 


STATEMENT OF FINANCIAL POSITION 
Canadian $ in thousands 
ASSETS 
Current Assets 

Cash. 

Accounts receivable. 

Inventories. 

Prepaid items. 

Investments and Other Assets. 

Fixed Assets, net. 

Other. 

Total Assets. 

LIABILITIES 
Current Liabilities 

Demand and short term notes. 

Accounts payable and accrued expenses 
Taxes, profit sharing and dividends. 

Long-Term Oebt. 

Deferred Income Taxes. 

Total Liabilities. 

SHAREHOLDERS’ EQUITY 
Capital Stock Issued 

2,766,505 Class A shares. 

6,947,368 Class 8 shares. 

6,947,368 Class C shares. 

Retained Earnings. 

Shareholders’ Equity. 


For Fiscal Year Ended 


January 3, 
1973 

January 5, 
1972 

$894,066 

$765,778 

508 

439 

894,574 

766,217 

807,705 

696,156 

12,422 

11,126 

18,950 

16,196 

5,550 

4,403 

844,627 

727,881 

49,947 

38,336 

23,695 

19,385 

26,252 

18,951 

$ 1.61 

$ 1.21 


At Fiscal Year End 


January 3, 
1973 

January 5, 
1972 

$ 11,316 

$ 5,796 

257,434 

220,966 

164,142 

136,564 

15,083 

13,174 

447,975 

376,500 

17,003 

17,684 

165,615 

145,971 

2,860 

2,764 

$633,453 

$542,919 


$ 65,345 

$ 51,422 

83,664 

79,361 

26,557 

18,017 

175,566 

148,800 

231,079 

211,467 

11,655 

12,370 

$418,300 

$372,637 


$ 33,431 

$ 27,316 

37,747 

27,500 

37,747 

27,500 

108,925 

82,316 

106,228 

87,966 

$215,153 

$170,282 
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Comments or questions 
regarding this annual report 
may be referred to: 
Sears, Roebuck and Co. 
Shareholders Relations 
Dept. 768X 
925 South Homan Avenue 
Chicago, Illinois 60607 
Phone: 312-265-2768 


Questions regarding your 
shareholder account may 
be referred to: 
Treasurers Office 
Dept. 769 
at the same address 


Sears Tower—pictured against the 
Chicago skyline last Fall—will be 
completed in 1974. Initial occupancy 
of the new corporate headquarters is 
scheduled for the latter half of 1973. 



















